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If you have any questions, please let us know. If I am unavailable, please communicate
with Eric Monzo of Morris James, or my partner, Greg Rolen.

Very truly yours,

William E. Ireland
Haight Brown & Bonesteel LLP
WEI -
cc: Polly Towill
Greg Rolen
Eric Monzo
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BRACEWELL

April 21, 2017

VIA EMAIL: wireland@hbblaw.com

William lIreland, Esq.

Haight Brown & Bonesteel LLP

555 South Flower Street, 44™ Floor
Los Angeles, California 90071

RE: Surface and Subsurface Oil and Gas Lease dated June 2, 1959, between the Beverly Hills Unified
School District {the “District”} and Venoco LLC (as successor in interest to Alan Guibersan)
(“Yenoco”) (such lease, as subsequently amended and modified, the “Lease”)

Dear Mr. !relandﬁ

Thank you for meeting with Venoco and its representatives yesterday. While we regret the
circumstances that necessitated the meeting, please be assured that Venoco remains committed to
providing resources to assist with a smooth and orderly transition process in the time remaining before
it formally winds up its business affairs through the pending bankruptcy process. This letter will serve as
a follow up to several of the issues discussed at the meeting, particularly as it relates to support Venoco
intends to provide the District in the coming weeks. It is Venoco's express desite that this ongoing
support will give the District ample time to explore its options and execute a plan for moving forward.

1. Continued Access and Services

The above-defined Lease for the Beverly Hills West field expired by its terms on December 31, 2016 (the
“Expiration Date”). Pursuant to the terms of the Lease, as of the Expiration Date, Venoca's right, title
and interest in and to the property granted in the granting clauses of the Lease {the “Leased Premises”)
also términated, and Venoco no longer has any possessory interest in the Leased Premises.

To aliow a brief period for the transition process outlined in our meeting, both Venoco and the District
have a mutual interest in Venoco’s continued access to the Leased Premises to ptovide services related
to the periodic monitoring and oversight of the shut-in wells and the provision of site security,
consistent with past practice since the Expiration Date (the “Services”).

This letter is to confirm Venoco's understanding that the District agrees to grant Venoco continued
access to the Leased Premises until May 31, 2017 for the purpose of allowing Venoco to perform the
Services. If Venoce's understanding regarding continued access is inconsistent with that of District,
please notify me as soorn as possible.

Robert 5. Burns T +1.212.508.6155 ¥ +1.800.904.3970
Partner 1251 Avenue of the Americas, 49th Floor, New York; New Yorl 10020-1100
bob.burns@bracewell,.com bracewell.eom
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2. Further Efforts

Venoco will agree to provide the Services at no cost to the District through May 31, 2017, provided that
the District diligently pursues options for the ultimate transition of ongoing responsibility for the Leased
Premises and pursues sources of funding that might be available to the District to help defray ongoing
oversight costs, and ultimately the decommissioning of the Leased Premises. Potential sources of
alternative funding would include the existing surety bonds or available funding from local or state
programs.

a. Transition of Responsibility

As discussed, Venoco will be winding down its affairs over the next several months. When that process is
complete, Venoco will no longer have any employees to conduct ongoing activities at the Leased
Premises. Accordingly, it is critical the District expeditiously seek a third party contractor to assume this
role. Venoco is aware of several third parties that could provide the basic monijtoring and oversight
services. If you would like recommendations for a qualified third party contractor, please let me know
and | will arrange for Venioco to provide referrals. Venoco will also make itself available to assist the
District with the technical aspects of any RFP the District may require in connection with retaining a
third party contractor, as well as assisting with the transition.

To the extent the District has any interest in contracting with Venaco to provide Services for a brief
period after May 31, 2017, Venoco would be willing to enter into a mutually agreeable Transition
Services Agreement, whereby it would continue to provide agreed upon services at the Leased Premises
for a defined period, at the cost and expense of the District. Based on Venoco’s current estimates, the
actual expense of such services will be approximately $90,000 per month. The concept is similar to the
agreement Venoco entered into with the California State Lands Commission prior to entering
bankruptcy on April 17, 2017,

b. ARernative Funding Sources

The surety bond relating to the Lease and Leased Premises was issued by U.S. Specialty Insurance
Company (“USSIC"). The contact information you requested for counsel for USSIC is as follows:
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David P. Primack, Esq.

McElroy, Deutsch, Mulvaney & Carpenter, LLP
300 Delaware Avenue, Suite 770
Wilmington, DE 19801
Phone: {302) 300-4515
dprimack@mdme-law.com

-and-

Gary D. Bressler, Esq.

McElroy, Deutsch, Mulvaney & Carpenter, LLP
300 Delaware Avenue, Suite 770
Wilmington, DE 19801
Phone: (302) 300-4515
gbressler@mdmclaw.com

To the extent we can be helpful in any dialogue with counsel for the sureties, please let me know.
Finally, as discussed, Venoco remains willing to work with the District to identify other funding sources
that may be available from local or state governmenta! authorities.

3. Further Production of Beverly Hills West Field

Venoco understands the District has previously indicated it has no interest in resuming production on
the Leased Premises. However, given the significant change in circumstances, Venoco would encourage
the District to reconsider its position. Restarting production could offer at least two benefits to the
District, each of which is discussed below.

First, restarting production would allow the District to defer the decommissioning process. Venoco
believes oif could be produced at a profit to the District based on recent oil prices. Based on daily
production of 250 barrels of oil and low decline rates, Venoco estimates that production could continue
for up to 10 years with an additional 300,000 to 500,000 barrels of recoverable oil. Moreover, the actual
amounts realized from production could be significantly larger than the simple royalty payments the
District received under the Lease.

A second benefit is that profits from further production could be used, in part, to create a sinking fund
to be allocated to future decommissioning at a time of the District’s choosing.

)
Ve
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In sum, restarting production at the Leased Prémises could significantly mitigate the consequences of
Venoco's bankruptcy at a relatively miriimal cost.

Given that production on the Leased Premises has only recently ceased, Venoco believes the cost and
" expense to restart production would be minimal. if the District wishes to further explore restarting
production, Venoco would be amenable to providing technical and engineering support to assist the
District with the process. Venoco would also be willing to explore some level of prefunding of the actual
out of pocket costs and expenses relating to a restart, subject to a mutually agreeable reimbursement
structure. Venoco would also be amenable to assisting the District in identifying a qualified operator to
conduct production activities.

We look forward fo a contiriuing dialogue with the District relating to the matters cuivently under
discussion. ’

Sincerely,

e
A e [
25%}'§;’§f {‘f . ?:j;)x}’%«’r / v W~

.

Robert G. Burns

cc: Brian Donovan
Bret Fernandes
lason Hutt
Eric J. Monzo
Patrick Moran
Polly Towill
Michael Wracher
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April 28, 2017

VIA EMAIL: wireland @hbblaw.com

RE:  Surface and Subsurface Oil and Gas Lease dated June 2, 1959, between the Beverly Hills Unified
School District (the “District”) and Venoco LLC (as successor in interest to Alan Gulberson)
("Veénoco”) (such lease, as subsequent]y amended and modified, the “Lease”)

William Ireland, Esq.

Haight Brown & Bonesteel LLP

555 South Flower Street, 44™ Floor
Los Angeles, California 90071

Dear M. lreland:

Shortly after transmitting our letter dated April 21, 2017, we received your letter of the same date. It is
not clear to us whether your letter was in response to ours, or whether the carrespondence was simply
contemporaneous. Regardless, we appear to have reached sufficient agreement that Venoco has access
to the premises described in the granting clause of the Lease (and, together with the related
improvements, the “Leased Premises”) to continue to perform services related to the periodic
monitoring and oversight of the shut-in wells and the provision of site security, consistent with past
~ practice since the Lease expired on December 31, 2016 and applicable law (the “Services”) until May 31,
2017,

Venoco remains on target to wind down its affairs over the next several months. As discussed at the
meeting and in my follow up correspondence dated April 21%, within a very short time, Venoco will no
longer have any employees or contractors in Beverly Hills to conduct ongoing activities at the Leased
Premises.

In order to assist the District with its effort to retain a third party independent contractor to conduct the
various day-to-day services Venoco currently performs at the Leased Premises, we have gathered
contact information for two contractors that Venoco believes have the requisite skills, experience and
qualifications to replace Venoco.

Michelle Pasini
Interact
805-658-5600, ext. 229

Robert G. Burns T: +1.212.508.6155 F: +1.800.404.3970
Partner 1251 Avenue of the Americas, 49gh Floor, New York, New York 10020-1100
bob.burns@bracewell.com bracewell.com
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Breitburn (a nearby operatof)
Corporate Office: 213-225-5900

Also, Venoco has received a request from Ms. Latham for the well files and related information. We are
in the process of reviewing the request and assembling the information.

If Venoco can be of further assistance with the District’s efforts to find a replacement contractor, please
let me know and | can arrange to make the proper representatives of Venoco available. As a reminder,
Venoco has agreed to remain on the Leased Premises to perform the Services through May 31, 2017.
This should be more than sufficient time to locate a replacement contractor and arrange for a transition,
Venoco will make representatives available to assist with the transition once a contractor has been
identified and retained.

Sincerely,

Robert G. Burns

Partner
RG[/}(A G 6wm‘*‘)/ M
Attachments
cc: Brian Donovan
Bret Fernandes
Jason Hutt
Eric J. Monzo
Patrick Moran
Polly Towill

Michael Wracher
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PROOF OF SERVICE BY CERTIFIED U.S. MAIL

1) | am at least 18 years of age, not a party to this action, and | am a resident of or
employed in the county where the mailing took place.

2) My business address is: Department of Conservation, Division of QOil, Gas, and
Geothermal Resources, Headquarters, 801 K Street, MS 18-05, Sacramento, CA
95814-3530 '

3) | served a copy of the following documents:
ORDER TO: PLUG AND ABANDON WELLS, DECOMMISSION ATTENDANT
FACILITIES, AND RESTORE WELL SITES
ORDER NO. 1117
by enclosing them in an envelope and placing the envelope for collection and
mailing by certified U.S. mail on the date and at the place shown in item 4
following our ordinary business practices. | am readily familiar with this
business’s practice for collecting and processing correspondence for mailing. On
the same day that correspondence is placed for collection and mailing, it is
deposited in the ordinary course of business with the United States Postal
Service in a sealed envelope with postage fully prepaid.

4) The envelope was addressed and mailed as follows:
a. Name of person served:
Mr. Larry Huskins, Agent
Venoco, Inc.
b. Address:
6267 Carpinteria Avenue, Suite 100
Carpinteria, CA 93013-2802

c. Date mailed: MAY 15,2017
d. Place of mailing: Sacramento, California

5) | declare under penalty of perjury under the laws of the State of California that
the foregoing is true and correct.

Date: May 15, 2017 Name: RACHAEL TADLOCK

A~ \ _ /
Signature: [JsLX(// / /( o



